COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

FIRST SET OF INFORMATION REQUESTS FROM MASSPOWER

MP 1-24

Response:

D.T. E. 05-27
Date: July 10, 2005

Responsible: Joseph A. Ferro, Manager Regulatory Policy

Please provide the cost of the original Main and services installed to
serve Masspower and the original incremental rate calculation associated
with providing service to the MASSPOWER plant.

See Bay State’s response to MP-1-30 for the original costs of the Utility
Plant associated with the 16” Line to serve MassPower.

The Company has been unable to gain possession of the original
incremental rate calculation associated with providing service to the
MASSPOWER plant. However, in referring to the Department order in
D.P.U. 89-217, at 8, based on the Company’s estimated cost to build the
line and including operating and maintenance costs, Bay State’s annual
revenue requirement would be $1.64 million over a 20-year period. Also
at page 8, the Department’s discussion indicates that based on this
annual revenue requirement the minimum monthly demand rate for
transportation service would be $2.73 per MMBtu.



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

FIRST SET OF INFORMATION REQUESTS FROM UWUA LOCAL 273

UWUA-1-5

Response:

D.T. E. 05-27
Date: July 10, 2005

Responsible: Stephen H. Bryant, President

Please provide copies of all documents, communications, press releases
and other written materials that Bay State or NiSource have provided to
investors, investor analysts, board members or the press regarding
changes in staffing levels since September 1, 1998 and the present date.

The Company does not have specific documents, communications, press
releases, etc. to investors, investor analysts, board member or the press
that specifically refer to staffing levels. However, the Company provides
below a list of the requested materials that include references to staffing
levels as well as overall strategic Company direction which may impact
staffing levels.

The Company is preparing these bulk documents and will supplement this
response with the attachments as soon as they are available.

See Attachment UWUA -1-5 (A) for NiSource Annual Reports from 1999
to 2004.

See Attachment UWUA - 1-5 (B) for NiSource Fact Sheets from first
guarter 2003, to first quarter 2005.

See Attachment UWUA — 1-5 (C) for NiSource 2004 Statistical Summary.

See Attachment UWUA — 1-5 (D) for NiSource Analyst Presentations
from February 2003 to February 2005.

See Bulk Response to AG-1-10 for NiSource Analyst Presentations from
March 2000 to November 2000, which has been included for your
convenience.

The Company has also provided numerous financial reports and other
information in response to AG — 1-2, which was a bulk response. Please
see the listing of available documents and notify the Company if any
additional material is requested, which will be provided upon request.



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

FIRST SET OF INFORMATION REQUESTS FROM UWUA LOCAL 273

UWUA-1-7

Response:

D.T. E. 05-27
Date: July 9, 2005

Responsible: Danny G. Cote, General Manager

(a) Please provide an organizational chart that includes all of Bay State’s
employees, and all such changes to that organizational chart, for the
period September 1, 1997 to date. If there are different organizational
charts for different purposes, such as organizational charts for the three
geographic divisions in Massachusetts and separate charts for “physical”
versus office/clerical workers regardless of region, please provide all such
charts.

(b) Please provide a current organizational chart that shows all NiSource
operating companies, affiliates, and subsidiaries.

(a) Please see Attachment UWUA-1-7 for current Company
organizational chart. The Company is unable to locate organizational
charts for prior periods, however, refer to response UWUA-1-6 regarding
historical organizational changes.

(b) Please see response AG-1-98, Attachment AG-1-98 (b) for the
organization structure by NiSource operating companies, affiliates, and
subsidiaries.



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

FIRST SET OF INFORMATION REQUESTS FROM LOCAL UWUA 273

UWUA-1-18

Response:

D.T. E. 05-27
Date: July 9, 2005

Responsible: Stephen H. Bryant, President
Danny G. Cote, General Manager

(a) For the period since the announcement of Bay State’s merger with
NiSource, please provide any and all documents, memos or e-mails from
NiSource to Bay State providing guidance, advice, instructions or
directions regarding the hiring of staff, staffing levels, or rates of
compensation.

(b) For the period since the announcement of Bay State’s merger with
NiSource, please provide any and all documents, memos or e-mails from
NiSource to Bay State providing guidance, advice, instructions or
directions regarding the level of expenditures on O & M and capital
expenditures, or the need to effect economies in these expenditures, or
requests to control these expenditures.

(a) Please see Bay State’s response to UWUA-2-8 for NiSource’s role in
providing guidance, advice, instructions or directions regarding the hiring
of staff, staffing levels, or rates of compensation. The Company is unable
to locate e-mails specifically related to staffing levels, however, please
see Attachment UWUA-1-18 (a) for NiSource’s 2004 and 2005
performance adjustment recommendations directive. Similar directives
are not available prior to 2004. See also Mr. Barkauskas’ testimony Exh.
BSG/SAB-1.

(b) The Company develops its O&M and Capital budgets based on the
needs of each department or location. Spending levels can be highly
influenced by outside forces such as customer needs, municipal projects,
state construction projects and corrosion on pipes. Historical and current
year spending levels plus capital needs for any additional major Growth
Betterment or Replacement projects are considered when developing
future period budgets. NiSource approves or revises, if appropriate, the
O&M and capital budgets. The Company'’s “Capital Authorization
Handbook”, Attachment UWUA-1-18 (b), encompasses NiSource'’s
guidance, advice, instructions and directions relating to capital
expenditures.



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

SECOND SET OF INFORMATION REQUESTS FROM UWUA LOCAL 273

UWUA-2-9

Response:

D.T. E. 05-27
Date: July 10, 2005
Responsible: Stephen H. Bryant, President
Please provide copies of all documents that define or describe the
relationship between or among Bay State, NiSource Corporate Services
and NiSource in terms of which entity sets or changes Bay State’s staffing
levels, working conditions of Bay State’s employees, or terms of
compensation and benefits.
See Exhibit BSG/SAB-1 — Please see Mr. Barkauskas’ testimony for the
Company’s position on compensation and benefits. Other related

materials can be found in the following list of exhibits:

See Exhibit BSG/SAB-2 (A) - agreement between Bay State Gas and
USWA Clerical/Technical — Springfield Division

See Exhibit BSG/SAB-2 (B) - agreement between Bay State Gas and
USWA — Springfield Division

See Exhibit BSG/SAB-2 (C) for agreement between Bay State Gas and
UWUA Clerical/Technical — Brockton Division

See Exhibit BSG/SAB-2 (D) for agreement between Bay State Gas and
UWUA — Brockton Division

See Exhibit BSG/SAB-2 (E) for agreement between Bay State Gas and
IBEW — Northampton Division

See Exhibit BSG/SAB-2 (F) for agreement between Bay State Gas and
IBEW — Lawrence Division

The Company also addresses staffing, compensation and benefit issue in
the following responses to information requests:

Response to DTE — 18-1
Response to UWUA — 1-1
Response to UWUA — 1-2

Response to UWUA — 2-8



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

SECOND SET OF INFORMATION REQUESTS FROM UWUA LOCAL 273

D.T. E. 05-27
Date: July 10, 2005

Responsible: Stephen H. Bryant, President

BULK ATTACHMENT

UWUA-2-30 Please provide a copy of the decisions, orders or settlement agreements

Response:

from Maine and New Hampshire referenced in Mr. Bryant’s testimony and
that approved or allowed a mechanism for recovering the costs of the
main replacement programs in those states, or that reflected an
agreement to consider such a mechanism.

Attachment UWUA-02-30 (a) is a copy of Settlement Agreement dated
June 9, 1992 between Northern Utilities and the New Hampshire Public
Utilities Commission. See page 2 for a discussion of the step rate
adjustment related to Northern’s bare steel replacement program.

Attachment UWUA-02-30 (b) is a copy of the Order in Docket DR 91-081
that approved the above-mentioned settlement.

Attachment UWUA-02-30 (c) is a copy of the Maine Public Utility
Commission Order Approving Stipulation regarding the accelerated
replacement of cast iron facilities. The Stipulation is attached to the
Order.



Bay State Gas Company

D.T.E. 05-27
Attachment UWUA-02-30 (a)

Page 1 of 51

BTATE OF NEW BAMPSHIRE
BEFORE THE
PUBLIC UTILITIES COMMIBSION
)
NORTHERN UTILITIES, INC. } DOCRET NO. DR 91i~081

Bettlement Aqreement
This Agreement is entered into this 9th day of June, 1952,

by and among Northern Utilities, Inc. ("Northern" or "the_
Company") and the Staff of the Public Utilities Commission (the
"staff" and the “"Commission" respectively) with the intent df
resclving the issues discussed herein. Further, it is the
desire of the Company and Staff in executing this Agreement to
expedite the Commission’s consideration and resolution of the

issues which are the subject of this Agreement.

ARTICLE I

Introduction

On July 18, 1991, Northern, pursuant-to RSA 378:3, filed
revised tariff pages designed to increase annual revenues by
$2,547,517. The proposed tariffs were to be effective on
August 19, 1991,

On July 18, 1991, Northern also filed, pursuant to Section
RSA 378:27, a petition for a temporary rate increase of

$1,900,000 for service rendered on or after August 19, 1991.



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 2 of 51

On August 6, 1991, the Commission entered an Order of
Notice setting a hearing on August 26, 1891, to address the
level of temporary rates and a prehearing conference on the
issue of permanent rates. The Company duly noticed the
hearings in accordance with the Commission’s Order of Notice.
On August 12, 1991, in Order No. 20,207, the Commission,
pursuant to RSA 378:6, suspended the effective date of the
permanent rate tariffs.

On August 26, 1991, a hearing was held regarding the
above-mentioned issues. The Company, the Staff and the
Consumer Advocate entered appearances. Testimony was presented
by Northern and the Staff in support of the temporary rates.
In Report and Supplemental Order No. 20,256, dated
Séptember 30, 1991, the Commission authorized the Conmpany to
implement a temporary rate increase at an annual level of
$1,900,000 effective for service rendered on or after
September 30, 1991.

Staff conducted a field audit between October 1991 and
January 1992 with respect to the Company’s reguest for
permanent rate relief, including numerous discovery requests to
which the Company responded. 1In March 1992, the Staff
presented prefiled testimony and exhibits stating its position
on the cost of service, step adjustments, weather
normalization, cost of capital, marginal cost methodology,

class revenue allocation, and rate design. Northern filed



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 3 of 51

rebuttal testimony on April 23 and April 28, and certain Staff.
members and the Consumer Advocate submitted surrebuttal
testimony on or before May 12, 1992.

Following extensive discﬁssions the sStaff and Northern
reached agreement on the issues in this proceeding as set forth
below. This Agreement provides for a permanent increase of
$1,318,714 effective for meters read on and after the date of
the Commission’s order approving permanent rates,
implementation of step adjustments effective November i, 1992,
and annually until the agreed bare steel replacement program is

completed, and a reconciliation and refund as described below.

ARTICLE IT

Revenue Deficiency

The Company’s original testimony and exhibits proposed an
increase in annual revenues of $2,547,517. The Staff’s
testimony and exhibits recomménded an ihcrease of $285,023,
The parties have agreed that it is just and reasonable to
approve a permanent increase of $1,318,714. A computation of
Staff’s calculation of this Revenue Deficiency is attached to
this Agreement as Attachments 1, 2, and 3. Northern does not
concur with the components of that calculation, but does agree

to the total stipulated Revenue Deficiency.



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 4 of 51

ARTICLE III

Step Adijustment

The parties agree that to implement the bare steel

replacement program it is reasonable to authorize the Company

to implement step adjustments in base rates to be effective for

meter readings on or after November 1, 1992, and annually until

the agreed bare steel replacement program is completed, which

would provide for recovery of:

1.

The return and related income taxes on (a) additional
investments for the period April 1, 1991 through
September 30, 1992, as shown on Schedule NU-1A-1 and
(b) additional non-revenue producing.investments
related to the bare steel replacement program on an
annual basis until such time as the progranm is
completed and subject to audit prior to
implementation. The amount of the step adjustment
would be.calculated‘using the actual capital
expenditures during the above periods, and a pre-tax
rate of return of 13.19%, and reflecting cost of

service principles, as demonstrated in proposed

Schedule NU~1-5;

Annualized depreciation expense on the actual plant
additions referenced in paragraph 1 above based on

depreciation rates resulting from the audit and review



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 5 of 51

referred to in paragraph 3 below, and the associated
rate of return impact of deferred income taxes on the
actual plant additions referenced in paragraph 1 from
the previdus annual adjustment using a pre-tax rate of
return of 13.19%, in accordance'with established

regulatory principles of the Commission;

The difference between the pro formed test year
depreciation expense for services proposed by Northern
and the depreciation expense for services recommended
by Staff, subject to audit and review by the
Commission prior to September 30, 1992. All other
categories of depreciation will be established based

upon the rates in Table 1 of Schedule NU-4~1;

Annualized amounts for incremental property taxes and
0&M expenses (savings) related to the plant used to
service the Newington electric generation facility

owned by Public Service Company of New Hampshire;

The return and related income taxes, depreciation and
deferred tax impact on $269,242 in rate base
reflecting capital investments used toc serve Domtar
Gypsum, Inc. ("Domtar") as proposed in Company Exhibit
NU-3, p. 16, using the same calculations as in

paragraphs 1 and 2 above;



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 6 of 51

6. The Staff reserves the right to recommend at any time
after implementation of the initial step adjustment on
November 1, 1992 that base rate treatment of bare
steel investments be accomplished through a general

rate case as opposed to step adjustments.

The step adjustments will be reduced by an amount eqgual to

~Pro forma net revenues from Domtar calculated as follows:

{(Actual historical firm volumes for twélve—month
period ending September 30, 1992 and succeeding
twelve-month periods) times (the non~gas portion of
the rates to serve Domtar as approved rursuant to the
tariffs attached to this Agreement) léss {$41,393 test
year net transportation revenues for Domtar built into

base rates).

ARTICLE IV

Rate Design

In regard to rate design, the Parties agree that:

1. The rates set forth on Attachment 4 to this Agreement
are just and reasonable and are designed to recover

the revenue requirement as set forth on Attachment 5;



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 7 of 51

The class allocations underlying the rates reflect
marginal cost principles in conjunction with rate

continuity considerations;

The step adjustments provided for in Article ITII of
this Agreement will be collected using class
allocations and rates which reflect marginal cost
principles in conjunction with continuity
considerations which could consist of equal percentage

adjustments to all components;

In the next base rate case filed by the Company the
pProposed rates will be designed using the class
allocation methodology approved by the Commission in
EnergyNorth Natural Gas, Inc., DR 90-183, and that
Staff shall support such allocation method. In the
event that such allocation methodology is not decided
in DR 90-183, then the parties will be free to present

and support any allocation method;

The rate continuity considerations used to design the
rates set forth on Attachment 4 to this Agreement
shall be used by the Company in its next base rate
case and such considerat%cns shall be supported by

Staff in that case;



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 8 of 51

The cost of gas included in the _Summer base rates set

forth on Attachment 4 is Eﬁ%4ﬁ3 ner therm and in

ECZ)
the winter base rates is &«/////f é%éé therm;

The minimum bill provisions for the LV-1 rate have
been retained as shown on Attachment 4, but such
minimum bill provisions will not be used in the rates
proposed by the Company in the next base rate case andg
Staff shall support the exclusion of the minimum bill

provisions in the next case;

The residential non-heating class be added with rates
distinct from those applying to the residential

heating class;

Given that the rates set forth in Attachment 4 reflect
marginal cost princiéles and that the utilization of
pipeline capacity for the benefit of the summer period
customers is also considered, the Parties agree, after
FERC Order 636 is implemented, to examine the
possibility of revising the cost of gas adjustment
clause formula to re-assign a portion of pipeline

demand charges to the winter period gas costs;



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 9 of 51

10. A discounted rate should be available to low income
residential customers and that the discount should be
15% off the general residential rates, or at whatever
level of discount the Commission deems appropriate,
provided, however, that if any different subsidy level
is adopted, the rates set forth in Attachment 4 must
be adjusted so as to recover the subsidy from all

other rate classes;

11. The Parties agree that it is appropriate to modify the
methodology for calculating marginal costs, as set
forth in the Report of the Gas Rate Design
Investigation, DE 86-~208, to recognize that mains
extension costs are a component of marginal
distribution capacity costs; and

12. Salem Di&ision prop;ne customers will be billed
according to the general rates set forth on Attachment
4 but will be billed a specific cost of gas adjustment

factor reflecting the applicable gas costs.

The Parties did not reach an agreement as to either the
proper method to calculate marginal production capacity costs
or whether bad debts should be reflected in marginal commodity

costs. It is necessary to resolve both of these issues for



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (a)
Page 10 of 51

future marginal and avoided cost calculations and the parties
have agreed to use Northern’s C&LM proceeding, DR 92-048, for
that purpose. However, sufficient information was available to
design the rates set forth on Attachment 4 according to

marginal cost principles.

ARTICLE V
Refund Rate

The Parties agree that the Company will be required to
refund an amount pursuant to the temporary rate period. The
parties did not reach agreement on the specific calculation of
the amount to be refunded pursuant to the temporary rate
period, and have agreed to request a hearing before the
Commission to present their respective positions and ask the
Commission to render a decision on this one issue. The Staff’s
and Company’s proposed calculations are attached as Attachments
6 and 7, reépectiQely.

The partles agree that the refund should be reduced by an
amount equal to the reduction in non-gas revenues through
September 30, 1992, which will result from the Company’s
implementation of seasonal rates, when compared to the non-gas
revenues that would have resulted from applying the temporary
rates, adjusted for the stipulated increase, from the end of

the temporary rate period until September 30, 1992,

-1
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Attachment UWUA-02-30 (a)
Page 11 of 51

ARTICLE VI
Environmental Remediation
The stipulated revenue deficiency provides for the
amortization over a ten-year period of the environmental
remediation costs incurred through the end of the test year
with the unamortized balance included in rate base. The
parties further agree that in regard to environmental
remediation costs subsequent to the end of the test year, the
Company should make a formal request to the Commission for
deferral accounting treatment as a regulatory asset. Such
request shall include a detailed explanation and accounting of

all such costs.

ARTICLE VIT

Post-Retirement Benefits Other Than Pension

The parties agree that to the extent the Commission
recognizes; in any other proceeding or otherwise, the impacts
of FASB Statement 106 regarding post-retirement benefits other
than pension, revenue to recover such expenses may be included

in the Step Adjustments described in Article III.

ARTICLE VIIZI
Exhibits
The parties agree to enter into the record, as Exhibits,
all prefiled testimony and data responses for purpose of

showing the original positions of the parties.

-1
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Attachment UWUA-02-30 (a)
Page 12 of 51

ARTICLE IX

Conditions

The making of this Agreement shall not be deemed in any
respect to constitute an admission by any party that any
allegation or contention in these proceedings is true or valid.

This Agreement is expressly conditioned upon the
Commission’s acceptance of all of its provisions, without
change or condition, except as indicated in Articles IV and v,
and if the Commission does not accept it in its entirety,
without change or condition, the Agreement shall be deemed to
be null and void and without effect, and shall not constitute
any part of the record in this proceeding nor be used for any
other purpose.

The Commission’s acceptance of this Agreement does not
constitute continuing approval of or precedent regarding any
particular issue in this proceeding, except as provided for in
the calculation of Step Adjustments in Article 11X, and the
provisions of Article 1V, paragraphs 4 and 10, but such
acceptaﬁce does constitute a determination that (as the parties
believe) the base rates increased to yield the revenue
contemplated by this Agreement will be just and reasonable.

The discussions which have produced this Agreement have
been conducted on the explicit understanding that all offers of
settlement and discussions relating thereto are and shall be

privileged, and shall be without prejudice to the position of

...12_
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Attachment UWUA-02-30 (a)
Page 13 of 51

any party or participant representing any such offer or
participating in any such discussion, and are not to be used in
any manner in connection with this proceeding, any future

proceeding or otherwise.

IN WITNESS WHEREOF, the parties have caused this
Agreement to be duly executed in their respective names by
their agents, each being fully authorized to do so on behalf of

their principal.

Northern ilities, Inac.

Dated: June 9, 1992

Scott J. eller Counsel

gtaff of Public Utilities
Commission

Dated: June 9, 1992

Eugene F. Sullivany—IlI

1183

=13~
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Settlement Agreement
DR §1-081
Attachment 1
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Settlement Agreement
DR 91-¢81
Attachment 2
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Settlement Agreement
DR s1-081
Attachment 3
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TCTAL RERENUE DEDUCTIONS 21,174,958 159,997 21,334,836 {369,226} 126,993,838
GrEEATIEG EZNTS KET 149,178 128,114 19,11 129,041
VET GAS (PERATING IXCONE 1,849,886 111,82 1,309,708 166,708 1,485,428
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ATTACHMENT 6

STAFF’S POSITICON ON TEMPORARY
RATE REFUND

On July 18, 1991 Northern petitioned the commigsion for a
temporary base rate increase of $1,900,000 annually. The increase
comprised $1,561,532 to existing firm customers and $338,468 of
projected revenue from a new customer (Domtar Inc.) served under a
proposed new rate schedule. Staff supported the Company in its
request. On September 30, 1991 the commission issuved an orxder
approving a temporary increase of $1,900,000.

As a result of the commission’s September 30 decision, the
firm rates currently in effect will bring in an additional
$1,900,000 annually if the sales projections underlying the rates
prove to be correct. Should the sales proijections understate
actual sales then the additional revenue received by the Company
will exceed $1,900,000. Thus, the refund to ratepayers szhould be
rased on the difference between the revenues actually received
during the temporary rate period and the revenue that would have
been received had the rates to existing customers been set ©o
recover the agreed permanent increase of 51,318,714 (see Article 2
+o Settlement Agreement), Staff contends that the axclusion of
Domtar f£irm revenueg from the agreement on the permanent rate
increase has no bearing on the commission’s refund dacigion.

In the negotiations which led to the agreed permansnt rate
inerease, staff, as a negotiating concesgsion to the Company, agreed
+o exclude the sales and revenue associated with the provision of
firm service to Domtar. at no time did staff agree that the
concession would also apply to the determination of the temporary
rate refund.

CALCULATION OF REFUND

1. Temporary Rate Increase $1,900,000
2. Agreed Permanent Rate Increase §1,318,714
3. Annualized Refund Amount 5581,286
4, Normalized Test Year Sales,
including Company projection
for Domtar 534,164,210
5. Refund pexr Therm $0.01701
6, Temporary Rate Period Sales,
including Domtar Y
7550 7. Refund ¥ x $0.01701
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Northern Utilities, inc.
Refund Summary

XLV Refund - $30,736
Refund Excluding XLV  $235,405

Total . $266,140

Bay State Gas Company

D.T.E. 05-27

Attachment UWUA-02-30 (a)

Schedule 5

Page 35 of 51
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Schedule 6

Northem Utilities, Inc.
Calculation of October Sales in Temporary Rate Period

Total, Net
Total Rate XLV of XLV
Billing month Sales 251,952 68,056 185,896
% of Sales after 8/30 93.94% | 100.00%
Sales after 8/30 236,684 66,056 170,628
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Northern Utilities, Inc.

September 30, 1991

Wynn E. Arnold, Esquire

Executive Director and Secretary

New Hampshire Public Utilities Commission
8 0Old Suncoock Road, Building 1

Concord, New Hampshire 03301

RE: Northern Utilities, Inc. - Proposed Temporary Rate Increase
Docket No. DR 91-081

Dear Mr. Arnold:

Enclosed for filing are ten copies of revised schedules that Northern Utilities
has prepared to calculate the temporary rate levels. The purpose of this further
revision to the temporary rate calculation schedules that were submitted by
letter dated September 20 is to exclude the proforma adjustment to test year
sales, but to include the proforma adjustment in determining the revenue
collections during the period of temporary rates.

Very truly yours,

oD Simpase

James D. Simpson
Director of Rates

enclosures

cec: D.A. Deans Audrey A. Zibelman, Esquire
J.A. Perro Eugene F. Sullivan
T.W. Sherman Sarah P. Voll
P.R. Moul Richard P. Marini
M.J. Morganti Michael P. Holmes, Esquire
J.L. Harrison - Connie Fillion
E. Robinson Paul B. Dexter, Esquire

R.P. Cencini
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NORTHERN UTILITIES, INC.
CALCULATION OF TEMPORARY RATE ADJUSTMENT
ALL RATE SCHEDULES EXCLUDING RATE XLV

Line

No. DESCRIPTION TOTAL GAS COST  NET REVENUE
1 Test Year Revenues 18,246,635 11,048,213 7,198,422
2 Temporary Rate Increase 1,800,000 1,800,000
3 Revenues including Temporary Rate Increass 20,146,635 11,048,213 9,098,422
4
5 Non Gas Revenues from Rate XLV (Attachment 3) - 338,468
6
7 Total Temporary Revenues excluding Rate XLV 19,808,167 11,048,213 8,759,954
8 {line 3 — line 5)
9

10 Temporary Revenues to Remaining Classes 108.56%

11 as & % of Test Year Hevenues
12 (line 10/ tine 1)
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NORTHERN UTILITIES, INC.,
CALCULATION OF TEMPORARY RATES:

Rate XLV
Description
Permanent Revenues 23,661,532
Praposed Gas Revenues 13,232,824
Proposed Net Revenues 10,428,708
Temporary Revenues 20,146,635
Proposed Gas Revenues 11,048,213
Proposed Net Revenues 9,098,422
Temporary Revenues as a % of 87.244%
Permanent Net Revenues
Permanent XLV Rates
Customer Charge $70.00
Winter Rate $0.5493
Summer Rate $0.3207
Permanent Net Revenue Rates XLV Rate
Customer Charge $70.00
Winter Rate $0.1617
Summer Rate $0.0502
Temporary Net@evenue Rates
Customer Chirge $61.07
Winter Rate $0.1411
Summer Rate $0.0438
Temporary Total Revenue Rates
(with $.3521 of Gas Cost rolled in)
Customer Charge $61.07
Winter Rate * $0.4931
Summer Rate $0.3959
Temporary Total Revenues
Customer Charge §732.85
Winter $828,477
Summer $910,487
Total $1,739,697
Temporary Gas Revenues $1,401,229
Temporary Non- Gas Revenues $338,468

Calculation of Average Cost of Gas in Test Year

TOTAL
Income Statement Firm Cost of Gas 11,048,213

Schedule 15 Calendar Month Sales
Average Cost of Gas in the Test Year

Attachment 3
NATURAL GAS PROPANE
10,964,259 83,954
31,142,480 170,150
0.3521 0.4934
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Settlement Agreement
DR 91-081
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Northern Utilities, Inc. Schedute 5
Refund Summary

XLV Refund $30,736
Refund Exciuding XLY  $235,815

Total $266,550
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Scheduie 6

Northem Utilities, Inc.
Calculation of October Sales in Temporary Rate Period

Total, Net
Total Rate XLV of XLV
Billing month Sales 252,219 66,056 186,163
% of Sales after 9/30 93.94% | 100.00%
Sales after 9/30 236,935 66,056 170,878
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Northern Utilities, Inc.

Septemper 30, 1991

Wynn E. Arncld, Esguire

Executive Director and Secretary

New Hampshire Public Utilities Commission
8 0ld Suncock Road, Building 1

Concord, New Hampshire 03301

RE: Northern Utilities, Inc. - Proposed Temporary Rate Increase
Docket No. DR 8]1-0G81

Dear Mr. Arnold:

Enclosed for filing are ten copies of revised schedules that Northern Utilities
has prepared to calculate the temporary rate levels. The purpose of this further
revigion to the temporary rate calculation schedules that were submitted by
letter dated September 20 is to exclude the preforma adjustment to test year
sales, but to include the proforma adjustment in determining the revenue
ccllections during the period of temporary rates.

Very truly yours,

James D. Simpson
Director of Rates

enclosures

ce: D.A. Deans Audrey A. Zibelman, Esquire
J.R. Ferro Eugene F. Sullivan
T.W. Sherman Sarah P. Voll
P.R. Moul Richard P. Marini
M.J. Morganti Michael P. Holmes, Esquire
J.L. Harrison . Connie Fillion
E. Robinson Paul B. Dexter, Esqguire

R.P. Cencini
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NORTHERN UTILITIES, ING.

Bay State Gas Company

D.T.Ex 05
Attachment UWUA-O@-@%E3 ment

CALCULATION OF TEMPORARY RATE ADJUSTMENT
ALL RATE SCHEDULES EXCLUDING RATE XLV

DESCRIPTION

Test Year Revenues
Temporary Rate Increase
Revenues including Temporary Rate Increase

Non Gas Revenues from Rate XLV {Attachment 3)

Total Temporary Revenues excluding Rate XLV
{fine 3 - line 5)

Temporary Revenues to Remaining Classes
as a % of Test Year Revenues
{line 16/ line 1)

TOTAL

18,246,635
1,800,000
20,148,635

19,808,167

108.56%

GAS COST
11,048,213

11,048,213

11,048,213

Page 49 of 51

NET REVENUE
7,198,422
1,800,000
8,008,422

338 468

8,759,954
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Attach
Attachment UWUA

2730 (a)
Page 51 of 51
NORTHERN UTILITIES, INC.
CALCULATION OF TEMPORARY RATES:
Rate XLV
Line
. No Description
1 Permanent Revenues 23,661,532
2 Proposed Gas Revenues 13,232,824
3 Proposed Net Revenues 10,428,708
4 Temporary Revenues 20,146,635
5 Proposed Gas Revenues 11,048,213
6 Proposed Net Revenues 8,098,422
7 Temporary Revenues as a % of 87.244%
Permanent Net Revenues
8 Permanent XLV Rates
9 Customer Charge $70.00
10 Winter Rate $0.5493
11 Summer Rate $0.3207
12 Permanent Net Revenue Rates XLV Rate
13 Customer Charge $70.00
14 Winter Rate $0.1617
15 Summer Rate $0.0502
16 Temporary Net@evenue Rates
17 Customer Charge $61.07
18 Winter Rate $0.1411
19 Summer Rate $0.0438
20 Temporary Total Revenue Rates
(with $.3521 of Gas Cost rolied in)
21 Customer Charge $61.07
22 Winter Rate : $0.4931
23 Summer Rate $0.3959
24 Temporary Total Revenues
25 Customer Charge $732.85
26 Winter $828,477
27 Summer $910,487
28 Total $1,739,697
29 Temporary Gas Revenues $1,401,229
30 Temporary Non—Gas Revenues $338,468
Calculation of Average Cost of Gas in Test Year
TOTAL NATURAL GAS PROPANE
income Statement Firm Cost of Gas 11,048,213 10,964,259 83,954
Schedule 15 Calendar Month Sales 31,142,490 170,150
Average Cost of Gas in the Test Year 0.3521 0.4934



Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (b)
Page 1 of 19

1992 1308 FROM REOFUBLIC UTIL COMM TGO FERRlt SiS e s gl BLa2
§
]

DR ¢1-081
| RNORTHERN UTILITIEE, INC,
| Report and Order Approving the Settlement Agreement
on Permanent Rates and Adopting a Method to Calculate the
I Temporary Rate Refund.
.00,

Appearances: LeBoeuf, Lamb, Leiby & MacRae Dby Paul K.
Connolly, Jr., Esg. and Scott J. Mueller, Esg. on behalf of
Northern Utilities, Inc.; for the Consumer advocate, Michael W,
Holmes, Esg.; and for the public Utilities Commission, Eugene F.
Sullivan, 111, Esc.

REFPORT

T, Procedural History

: cn July 18, 1991, Northern Utilitiles, Ine. {Northern or
Company) filed, pursuant to RSA 378:3, revised tariff pages
:designed to produce a permanent increase in annual revenues of
11.5% or §2,547,317. On the same day, Northern alsc flled a
petition for a temporary increase in annual revenues of
$1,800,000. |
| On August 6, 1991, the commission issued an Order of Notice
‘éetting a hearing on August 26, 1991 to address the Jevel of
temporary rates and to develop a procedural gschedule for permanent
rates. The Company duly noticed the hearing in accordance with the
commission’s Order of Notice. On August 12, 1891, in Order No.
20,207, the commission, pursuant to REA 378:6, suspended the
effective date of the permanent rate tarifis.

On August 26, 1991, a hearing was held regarding the above-
;mentioned issues. Testimony was presented by Northern and Staff in
‘support ©f the requested increase. In Report and Supplemental

EDrder No. 00,256, dated September 30, 1881, the commission

o3
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?authorized the Company to implement a temporary rate increase at
b
i

i

‘én annual level of $1,800,000, effective for service rendered on

| t
i

or after September 30, 1981.
% ctaff conducted a field audit between October 19381 and
;ﬁanuary 1992, and in March 1882 presented prefiled testimony and
:éxhibits on issues relating to the reguested permanent rate
igncrease. Northern filed rebuttal testimony on April 23 and 28,
?and certain Staff members and the Office of the Consumer Advocate
(OCA) submitted surrebuttal testimonmy on or before May 12, 1992.

Following extensive discussions, Staff and Northern reached
légreement on all issues relating to the determination of pexmanent
:ix:ates. The OCA declined to be a party to the agreement. The
‘fundamental aspects of the settlement agreement, which was
submitted June 10, 1992, arg-the recommendations to: (a) increase
?ermanent revenues by $1,318,714, eff@ctive the date of the
commission’s permanent rate order, and (b) implement step
{gdjustments to permanent rates on November 1, 1292 and annually
thereafter until Northern’s bare steel replacement program is
completed. Attachments 1, 2, and 3 to the setilement agreement are
sponsored by Staff and provide computational support for the
agreed permanent rate increage. Northern does not concur with the
components of that calculation, but does agree that the total
.étipulated increase ig just and reasonable.

Further, because the agresd permanent rate increase is less
'Fhan the approved temporary rate increase, the Staff and the

Company agree that a refund is necessary bat do not agree con how
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phe amount to be refunded should be calculated. Cn June 11, 1982,
% hearing was held to present the above mentioned settlement
agreement and to hear testimony on the sole contested issue of the
refand amount for the temporary rate perioed. On June 18, 1932, the
Staff and the Company submitted briefs on the contested issue, and
on June 30, 1892, Northern submitted its reply brief. The OCA
jboncurs with sStaff’'s refund position.

1i. Settlement Adgreement

Revenue Deficiency

The Company’s original testimény and exhibits proposed an
t;ncrease in annual revenues of §2,547,517. Staff’s testimony and
éxhibits.gupported a permanent increase of $285,023. The parties
io the settlement agreed o a permanent increase of 81,318,714, As
shown in Attachment 1'to the agreement, the agreed increase is
consistent with a rate base of $23,553,791, a cost of capital of
10.01% and a net operating income of $1,485,428.
Rate Base

The agreed rate base of $23,553,791 reflects settlement
adjustments totalling $2,264,994. The largest adjustments relate
to the removal of plant additions made after the test year
{including non-revenue producing bare steel investments) and &
"§269,242 investment related to the provision of f{irm service to
Domtar Gypsum, Inc. (Domtar;.

Cost of Capital

The Company’s proposed base rate increase reflected a

weighted cost of capital of 11.55%, incorporating a 13.95% cost of
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equity. Those rates were subsequently revised in rebuttal

E

{
i

Tt LTI

estimony to 11.09% and 13.15% respectively. Staff witness Coleman

initially recommended 9.49% and 11.11%, but revised those rates on

B
'

f?urrebuttal to $.58% and 10.64%. The parties to the setilement

1

fagreed to a weighted cost of 10.01%

Net Opaerating Income

: The agreed net operating income for the test year represents
ié net $184,720 increase over the Company proformed figure of
:$1,300,709. Included in that adjustment is a reduction in revenues
:to reflect the removal of Domtar from the revenue deficiency
jéalculation, and a reduction in depreciation expense pending the
{@utcome of a Staff audlt relating to the method of accounting for
‘éervice investments. Any revislion to net operating income
resulting from that audit will be incorporated in the first step
édjustment.

Step Adjustments

In order to implement the bare steel replacement program that
the Company designed in conjunction with the Commission’s
Engineering Department, the parties to the settlement agreed to
.recommend implementation of step adjustments in base ratss
starting November 1, 1992 and annually thereafter until the
program is completed. The purpose of the replacement progranm is to
ensure safe and adequate service to customers of Northern. Among
i':r::\.ther things, the step adjustments would provide for recovery of
:%he depreciation and return on non-revenue producing investments

:?elated to the bare steel program, and the depreciation and return
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?n $269,242 of capital investments used to serve Domtar. Among
&ther things, the size of the step adjustments will be reduced by

n amount egual toe the net revenues® received from the sale of

:‘:g:.":. e

|F1rm gas to Domtar,

. Test imony was presented by Company witness Sherman that about
f$5.7 million of non-revenue producing assets will be added to rate
Zéase batween the end of the test year and September 30, 1882. The
depreczatlon and return on those investments less the Domtar net
reveﬁues is expected to produce a first year step adjustment of
approx1mately $500,00G0.

; Gas Safety Engineer, Richard Marini, testified that
i@orthern's gistribution system consisted of a large amount of bare
f%teel which was installed prior to federal regulations barring its
?ﬁse in 1860. The bare steel is subject to corrosion and Northern
ihas completed a study showing a pattern of leaks in areas where
:bar@ steel 1= concentrated. Mr.' Marini testified that the
freplacement of the bare steel would take years and a substantial
:investment by the Company. He, therefore, recommended the use of
'énnual step adjustments to ensure the bare steel was replaced
promptly and to reduce the regulatory expense of annual rate
‘increase requests.

Westher Normalirzration
I

7 Staff and the Company submitted weather noxmalizing
?ﬁdjuﬁtments to test year revenuas. While both parties employed the

same general method to calculate their adjustments, they differed

i :
;1 i.e., base rates less gas costs.
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i
%n the sample size utilized to determine the mean or "normal"
4 The Company chose a sample of 20 years, whereas Staff

As a result, the Company proposed a weather

normaliﬁing adjustment of $380,41% and the Staff $474, 554. The

settlement agreement reflects Staff’s adjustment.

'Rate Design

(a) Marginal Cost Based Rate Design

ﬂ The marginal cost studies submitted in this case are th-

;broduct 0of a methodology approved by the commissien in 1988

following several years o©f discussion and debate among

fbepresentatives of Staff, the OCA and the two largest gas

‘companies in the State.

revenues

customers.

Those studies show that the test year

generated by residential heating and non-heating

customers fell substantially short of the costs to serve those

Those shortfalls were made up, in part, by subsidies

from commercial and industrial customers.

The marginal cost studies also showed that the costs of

connecting new customers to the system, regardless of clags, are

much greater than current levels of customer charges, and that the

cost of

supplying gas in the winter months 1is significantly

greater than the supply cost in summer months. In addition, the

studies pointed out the nesd to differentiate in the ratemaking

process between residential heating and non~heating customers.,

In

light of these results,

and consistent with trecent

iﬁecisions by the commission in support of marginal cost based rate

;§ESign; Staff and the Company agreed to make certain structural

H

{
i

h
]
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‘costs. Among other things, the parties to the settlement agreed:
i

H

{a) to use marginal cost principles in conjunction with rate

hanges in rates in order to better reflect marginal operating

é;ontinuity considerations to determine class revenue allocations;
kb) that the Company would use in its next base rate case the
1_(::,‘iass, allocation methodology approved in EnergyNorth Natural Gas,
;ﬁnc., DR 90-183: (¢) that the rate continuity considerations used
~;O design the rates in this proceeding also be used in its next
base rate case; (d) that the base summer cost of gas will be
$0.3318 per therm and the base winter cost of gas will be $0.3846
:ber therm; (¢) that a residential non-heating class be added with
rates distinct from those applying to the residential heating
class; and (f) that a discounted rate (with the discount set at
;5%) be available to low income residential customers. In
éddition, parties *to the settlement agreed to modify the
methodology for calculating marginal costs to recognize that main
extension costs are a'component of marginal distribution capacity
costs. The parties to the settlement did not agree on the proper
method to calculate marginal production capacity costs or whether
bad debts should be reflected in marginal commodity costs.
However, they did agree to resclve those issues in Northern’s C&LY

proceeding, DR 82-048.

(b) Results of Embedded Studies

The Company also submitted an embedded cost study. The

j;esaits of that study show all non-residential classes earning in

iexcess of the total Company average. Those earnings range from a
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§)‘LOW of 5.56% for general heating customers to a high of 43.22% for
lélr conditioning customers. In contrast, residential customers
contrmbuted a negative 0.26%

(c} Proposed Rates and Rate Structures

Az noted above, the proposed rates were designed primarily on
;two ratemaking principles, namely cost reflection and rate
;éontinuity‘ Because of the need to avoid rate shock, the parties
éo the settlement initially agreed to move only one-fifth of the
:%ay to full marginal cost based rates. With the exception of the
iﬁew residential non-heating class, this guideline limited class
i%ncraasas to 10%. After further refinements, the parties proposed
increases of 5% for non-residential customers, 9.2% for
fesidential heating customers and 10% for residential non-heating
customers, QOverall, the proposed raies will provide the Company
with a 6.5% increase in revenues.

$taff witness MceCluskey testified that the proposed class
increases are based on the commission’s class allocation decision
in EnergyNorth Natural Gas, Inc., DR 90-183. The larger rate
jincreasea in this case can be explained by Northern’s overall
increase at 6.5% compared with only 1% for ENGIL.

With regspect to rate structure, the proposed rates introduce
several new features including seascnally differentiated basze gas
:énd non-~gas rates, fewer rate blocks, and a new extra large volume
;rate class. The Company has also committed to remove the minimum

,bill provigion in the large volume rate schedule in its next base

rate case. Rate levels were caleculated based on weather normalized
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éﬁilling determinants.

i?d) Extra Large Volume Rate Schedule
%é The results of the marginal cost study support the view that
jﬁigh load factor customers are less costly to serve than low load
ifactor customers. Consistent with this result, the parties to the
gettlem@ﬁt recommend that a new firm rate schedule be offered,
‘designed to attract customers that consume in excess of 1,000,000
?ﬁherms per year and have winter usage less than 70 percent of

annual usage.

{e) Salem Division Propane Customers

]
ot

2ll except twenty-three customers Iin Northern’'s Salem
isivision have been converted from propane to natural gas and thus
lare billed based on Northern NH Division’s tariffed rates. The
;Company proposed, and Staff agreed, to cancel the 3alem Division
tariff and bill the remaining propane customers on a hybrid rate
comprising the non-gas component of the NH Division and a propane
based gas cost. This change is expected t¢o reduce the
administrative burden on the Company.

1I1. Temporary Rate Refund

As noted above, the Staff and the Company do not agree on the
calcoulation of the temporary rate refund. This dispute arose
because the revenues that the Company receives from the proposzd

new XLV rate c<¢lass are treated differently in temporary rates as

compared to permanent rates.

gé Consistent with the Commission’s temporary rate crder, the

i

Fompany placed into effect September 30, 1981, rates designed to

H
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‘Eecover an additional §1,%00,000 annually: $1,561,532 from

ipatepayera served under existing rate schedules and $338,468 fron

{ .
f? gingle new filrm customer, Domtar Gypsum, Inc., served under the
ibroposed ALV rate schedule. In contrast, the agreed permanent rate

‘increase of $1,318,714 was determined without including the
i
additional net revenues received from the sale of firm gas to

I
‘Domtar. As a result, the Staff and the Company differ on whether

'

! .
the Domtar net revenues received during the temporary rate period

?ghould be included in the refund calculation and flowed through to
;%atepayers._

j%ositions of Staff and the Company

:%a} Neorthern

Northern contends that its refund obligaticon should reflect

"ﬁhe cdifference between: (a) the rates charged %to existing firm

'bustomers during the temporary rate period and the rates that-

@Ould have been charged to them under the permanent rate increase

stipulated to in the settlement; and {b} the XLV rates charged to

Domtar during the temporary rate period and the XLV rates
wpitimately appfoved by the Commissién.

| In support of its pogition, Northern makes the following
‘érguments. First, Staff’'s calculation produces an iilmgical and
;prronecus result. Rather than <collecting the agreed upon
i$1,318,714 from existing firm ratepayers during the temperary rate

|

?beriod, Northern would only be entitled to approximately $8§80,000

5
Hfrom those customers, i.e., the agreeéd permanent increase less the
8

‘Projected Domtar net revenues.

g

|

il

1



o4

JUL-23-1592  1@:il FROM MM PUBLIC UTIL COMM Tl SIBEERZETETE P12

T 91-081

| Bay State Gas Company
; D.T.E. 05-27
Attachment UWUA-02-30 (b)

Page 11 of 19

11

EPOt benefit from interruptible margins during the temporary rate
j::‘;;u—:‘ric:w;i, they "did benefit from the inclusion of Domtar as a firm
f%ustomer because the $1.% million temporary rate increase, which
Btherwise would have .been borne completely by existing f{irm
?ustOmers, wag also portioned to Domtar, thus reducing the amount
igf the temporary rate increase for all firm customers by over
I?BSG,OOO“. (page 12, Initial Brief)
55 Third, in its reply brief, Northern argues that as a result
Lbf Staff’s refund calculation, the agreed permanent rate increase
j%akes effect prospectively instead of retroactively. This, it
j?rgues, is contrary to both the agreement of the parties and the
statutory ratemeking ZIramework. Northern concludes that as &
matter of Yaw, the Commission must apply any approved increase
both to the témporary rate period and prospectively.
(b) stats

Staff’s basic position is that the refund amount should
reflect the difference between the net revenues actually received
-during'the tempoiary rate pericd and the net revenues that would
have been received had rates based on the agreed permanent
increase been in effect. Since the former includes the net
revenues received from the sale of gas to Domtar, Staff contends
Lthat those revenues should be incorporated in the refund
ﬁcalculation. The facts relating to this issue are: (a) Domtar has
freceived continuous serxrvice from Northern since the beginning of

‘the test year and thus cannct be regarded as a new customer: (b)

Second, Northern argues that while its firm ratepayers did
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1]l net revenues received from the sale of gas to Domtar prior to

F
{
i
I
;
i
i
;
the effective date of temporary rates were flowed through to

THT e o

i ratepayers; and (¢) there was no agreement between Staff and the
:pompany that would enable the latter to reécover more than the
:%greed permanent rate increase during the temporary rate period.
‘éased on these facts, Staff contends that egquity requires that any
jbcmtar net revenues generated during the temporary rate pericd be
iéirected to ratepayérs.

?E Staff’'s position is based on four arguments. First, Staff

iﬁelleves its concession in settlement to exclude the Domtar net
;;evenu@s from the determination of permanent rate increase (worth
??368,833 to Northern) should not be added to by arbitrarily
?}owering the Company’s refund obligation,

I Second, Staff urges the commission to reject the Company's

argument that the exclusion of the Domtar net revenues from the

fdetermlnatlon of permanent rate increase was justified on the

‘grounds that non-revenue producing investments made after the test

year were excluded from rate bage. Staff contends that the issue
 0£ non-revenue producing investments is unrelated to the refund
calculation and, moreover, their exclusion from rate bhase Is
}ntirely consistent with the commission’s previous decisions.
:Further, the settlement agreement provides for full recovery of

;those investments through a step adjustment to base rates
i

FEffeCthE November 1, 1982.
g Third, Staff contends that ratepayvers and not stockholders

should benefit from the Domtar net revenues received during the
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temporary rate perioed becauge they alone bear the costs and
Fxpenses incurred in the provision of that service, In particular,
%taff notes that all of the costs and expenses that were incurred
;n serving Domtar during the test year are included in the cost of
service and thus will be recovered through the rates charged to

xlstlng ratepayers.

g gy e ,“

Finally, 8taff recommends that the c¢ommission disregard

arguments that alleged investments by Northern to provide Domtar

1th interruptible service have not contributed te the Company’s

arnlngs. Relative to this position, Staff puts forward two

K.Aﬁﬁ .:L‘,__,m - _m L

arguments. First, with the exception of the service and meter,
there is no evidence in the record to support the claim that
;nve&tm&nts were actually made. Secondly, even if investments were
‘%ade, the 1989 agreement that Northern reached with the Staff and
sthe Office of the Consumer Advocate reguires that Domtar be
63593$ed a capital contribution to récover all distribution system
‘}nvestments directly incurred in providing interruptible service.
fhus, Staff argues, 1f the Company omitted to levy such capital

contribution, i1ts earnings difficulties rest on “its own shoulders.

I1I. Commission Analysis

(&) Cost of Capital
j Although the Company takes the position that it concurs only
S%ith the total stipulated permanent increase, and not with the
gcomponents that support that increase, the commission must

i |

lauthorize a specific rate of return, if only for the purpose of

i

i
f

1
.
\
:
|
%
1
i
i
i
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fln Attachment 1 to the agreement is in line with returns recently

i 1
1authorized for other utilities.
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Feasuring future perfermance. After reviewing the testimony of
i

} 3 I3
foleman and Moul, we find that the 10.01% cost of capital included

;kb} Revenue Deficiency

g Staff witness Sullivan testified that in negotiating the
Efreccammended permanent rate inc¢rease, he agreed to exclude the
iiDomtar profit from the revenue deficiency calculation. Had that
profit been included, the permanent increase would have been only

$949 881. In its brief, Staff defends the concession on the basis

i
i%egt year, and were thus excluded from rate base. Based on this
%éxplanation, the concession appears reasconable., However, the
Tbcmpany, in its initial brief, admite that the investments in
queatlon {i.e., $26%,242) were made duxlng the test year. In light
9f this informaticn, plus the fact that the ccosts and expenses of
Jgerving pomtar during the test year are included in the cost of
:éervice, the decision ¢ make the concession appears less sound.
Nonathelesé, we accept the éexclusicon in recpgnition of the fact
ﬁhat the agreement resulted from numerous concessions by both
?arties and will allow the recommended permanent rate jincrease to
fake effect.

i(c) Weather Normalizetion

, In EhergyNorth Natural Gas, Inc., DR 90-183, we rejected the
annfidence interval approach to weather normalization and adopted

instead the so~called "Nerthern Method." Both the Company and the

f
l
,!
H
o
i
i

ij its understanding that certain investments were made after the
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l
Staff used that method in this proceeding. The agreed permanent

1
{

{Fate increase reflects the Staff’'s application of that method, an

!
i

;%pplimatimn that differs from the Company's only with respect to

é;he sample size used to determine the mean or '"normal" degree

;aays. To  further standardize the weather normalization
(methodologY, we will reguire all companies to employ a 30 vear
j%ampla gize to compute the monthly mean degree days. The
i%ubmission of additional alternate weather adjustments based on
ngfferent gsample sizes shall be accompanied by a showing that the
;30 year sample unreasénably biases the result,.

%}d) Rate Design

' We find the proposed rate class increases consistent with our
aecision inAENGI, DR 90-183 and thus a reascnable starting point
for the rate design process. We also agree with witnesses Simpson
énd McCluskey that the rate design structures are similar to the
‘Structures that we approved for ENGi*

;ke} Temporary Rate Refund

.‘ With respect to the contested issue of the temporary rate
fefund, our énalysis leads us to the conclusion that Northern's
 arguments lack an element of fairness. We were particularly struck
by the omission of a sound eguitable argument as to why
étockholders, and not ratepayers, should receive the benefit of
ADomtar net revenues. Perhaps this omission is due to the fact that
:pxior to the implementation of Lemporary rates, all net revenues
ig@nerated from interruptible sexrvice to Domtar were flowed through

'
Lo ratepayers, and effective November 1, 1992, all net revenues
X

|
|
:
;
r
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benerated frem the provision of firm service flow through to

ratepayers. More importantly perhaps is the fact that the cost of

T

ervice on which the proposed permanent rates are based, and thus

recovered only from existing ratepayers, includes costs and
:gxpensea attributable te Domtar. Even the $269%9,242 investment to
%?rovide Domtar with firm service, that was removed from rate base,
;;ill be reinstated in full come the first step adiustment.

g Wie also pbelieve that Staff more than adeguately rebutted the
j?ompany*s argument relating to its failure to earn on its Domtar
g?nteéruptibla investments., As for the exclusion from rate base of
fﬁts non-revenue producing investments, we agree with Staff that
the issue 135 only weakly related to the refund but disagree with
;%he implication that the Company is fully compensated by the step
?%djustment. Clearly, the Company forgoes the carrying charges on
?ihose investments as long as they are excluded from -rates.

:Nonetheless, their exclusion is consistent with previous decxszons
:pf thig commission.

| We also reject the assertion that existing ratepayers benefit
gaurimg the temporary rate pericd. While it is true that the rates
charged +to those customers during that period reflected an
[increase of only $1,561,532 and not the full $1,900,000, we do not
;Fcnsider thig a benefit. Using the Company’'s refund calculation
jand the approved temporary rates, Northern’s refund obligation
{ﬁould be $242,818 (see table below). If we had not authorized firm
i

service to Domtar, and as a result existing ratepayers bore the

full $£1,500,000 temporary rate increase, the refund obligation
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rises to $581,286, again based on Northern’s calculation. Clearly
;Fhen, under both scenarios, existing ratepayers pay the agreed
f?ermanent increase of $1,318,714 and thus would receive no benefit
jifram the provision of service to Domtar.

75 Temporary Rate Refund

With Without
Domtar

1. Temporary Increase $1,900,000 $1,900,000

j
H 2. Apportioned to '
Ratepayers $1,0561,832 $1,%00,000

3. Apportioned to
Domtar $338,468 30

4. Permanent Increase $1,318,714  $1,318,714
5. Refund (2 minus 4) $242,818 $581,286
;E 6. Net Increase |
g "{2 minus 5) $1,318,714 $1,318,714

Finelly, we address Northern;s argument that the agreed rate
increase must be given effect alt the start of the temporary rate
j%eriod, not prospectively. In essence, the Company believes that
‘if the Domtar net revenues are flowed through to ratepayers,
Northern would not receive %the full benefit of the agreed
?ermanent rate increase until the end of the temporary rate
.period. This, according to Northern, is contrary to the settlement
j%greemant and the statutory ratemaking framework. We disagree.
 ®hi1e the Company is correct that Staff’s refund calculation would
;only allow for the recovery of an additional $980,246 annually
%fr@m existing ratepayers during the temporary rate peried, that
gfigure assumes Northern received and retained $338,468 from Domter
|

|
o
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{during that period. Combining the twe amounts we f£ind that the

i Company doesg not, as claimed, collect lesz during the temporary

jconsistent with the Commission's statutory respensibility to

;provide the Company an opportunity to earn the rate of return

i

{

rate period than was agreed. Thus, Staff's refund position is
i

i

i
!
|
{
!
i

3 ‘ ‘ .
|assumed in the agreed rate increase. In our view, the Company's

1
¥

fposition would provide an opportunity to earn in excesg of that

sl

Qlevel.

i

;% This brings us to the period after temporary rates and before
i . :
”the step adiustment. Az we seé¢ it, the Domtar net revenues

B

igretained during that period are more than offset by the carrying
Hcharges that the Company forgoes on non=revenue producing
Ziinvestments nade after the test year and therefore we do not find

gthe settlement unreasonable,

Based on the above analysis, we will adeopt . Staff's

:;aalculatian ¢f the refund.

:i Our order will issue accordingly.

fConcurring:
Pduly 21, 1992

Qouqlale. Pateonh Bruce RB. Ellsworth Linda ¢, Stevens
Chairman Comnisgiconer Commisgioner

v
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Order Accepting the Settlement Agreement and Adopting
! a Methed to Calculate the Temporary Rate Refund.

O RDEZR HNQ_. 20,546

Upen consideration ¢f the foregoing report, which is made a

.part herecof; it is hereby
ORDERED, that the settlement agreement be and hereby is

|
approved; and it is

ﬂ FURTHER ORDERED, that staff’s method to calculate the

temporary rate refund as described in Attachment 6 to the
settlement agreement be adopted,
H

i

ié By order of the New Hampshire Public Utilities Commission

tﬂlls twenty~first day of July, 1992,
\r”\\/

/Q/,/J( /\ 4(“: / ZZ'“T/ '.a,«,///*/m L

Doughas L. Patch Bruce B. Ellsworth Linda G. otevens
hairman Commissioner Commizsioner

Attestad by

e EL e Lo

S Wynn E. Arnold
ExeCutive Director & Secretary

¢ Bay State Gas Company
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STATE OF MAINE
PUBLIC UTILITIES COMMISSION Docket No. 2004-813
April 11, 2006
MAINE PUBLIC UTILITIES COMMISSION ORDER APPROVING
Investigation Into Maintenance and Replacement STIPULATION
Program for Northern Utilities, Inc.'s Cast
Iron Facilities

Welch, Chairman; Diamond and Reishus, Commissioners

L. SUMMARY

We approve a stipulation under which Northern Utilities, Inc. (Northern) will replace
its cast iron facilities in Lewiston and Auburn by December 1, 2008. On January 1, 2008,
Northern will propose how to replace the remaining cast iron facilities in Portland and
Westbrook based on its experience in Lewiston/Auburn.

t. PROCEDURAL HISTORY

On December 14, 2004, the Commission opened an investigation into the
maintenance and replacement of the cast iron mains and services in Northern’s
underground distribution system in Maine. See Notice of Investigation, Dec. 14, 2004
at2.' The Office of Public Advocate (OPA) intervened in this proceeding.

Also in December, Northern filed the prefiled testimony of Stephen Bryant,
Northern's President, and Danny Cote, Northern's General Manager, stating the
Company’s views on an adequate cast iron replacement program, whether it could
evaluate the extent of graphitization in its system, and how it might achieve accelerated
replacement of cast iron facilities in 10 years. Northern's 10-year plan called for replacing
all the cast iron facilities in Lewiston/Auburn during the first four years and then replacing
the Portland/Westbrook pipe in the subsequent six years. Northern maintained that no
accelerated program was necessary {o protect or to promote public safety, but that if the
Commission determined an accelerated replacement was required, a 10-year replacement
would be the most cost-effective, administratively efficient, and operationally sound

method.

Following the first technical conference, the OPA filed the testimony of Michael
McGarry, Sr., Rudoiph Krizan, P.E., and Howard Solganick, P.E. of Blueridge Consulting in

' Cast iron pipes were typically installed prior to the 1960's for use in manufactured
gas distribution systems. These systems were later converted for use in distribution of
natural gas. Cast iron is susceptible to breakage from ground subsidence or movement
which may occur during freeze-thaw cycles or other events such as construction or

earthquakes.
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support of its position that Northern's current “opportunistic” approach to cast iron
replacement, coupled with its leak detection practices, is consistent with industry practice
and therefore could be considered adequate to promote public safety and protect against a
serious incident involving Northern's low pressure cast iron mains. In addition, the OPA
expressed concern that the incremental costs of an accelerated cast iron replacement
program might not represent a socially optimal use of public resources devoted to public
safety, as compared to other expenditures, and therefore might not be acceptable to
Northern's ratepayers.

On March 2, 2005, the Staff issued a Bench Analysis recommending adoption of a
10-year accelerated replacement program for all cast iron facilities in Northern's system.
During this proceeding, the participants engaged in multiple rounds of discovery and
technical conferences on Northern's and OPA’s testimony and on Staff's Bench Analysis.

On March 17, 2005, Northern filed a Stipuiation (attached and incorporated with this
Order), executed with the Office of the Public Advocate (OPA), proposing a resolution of
the issues in this proceeding. On March 22, 2005, the Commission held a hearing on the
Stipuiation attended by Steve Bryant, President, and Dan Cote, Vice President of
Operations, for Northern and by Michael McGarry for the OPA.

If. DESCRIPTION OF STIPULATION

The Stipulation states that Northern will replace ali cast iron mains and services in
Lewiston and Auburn during the period from April 1, 2005 to December 1, 2008.
Whenever possible, this will be achieved by inserting plastic main into existing cast iron
mains. This method is expected to result in lower costs than would full-scale excavation.
Northern will use competitive bidding and prudent, cost-effective practices in this project.
While engaged in this project, Northern will continue to replace cast iron facilities using its
“opportunistic” approach and when cast iron main segments exceed the replacement
threshold on the Cast lron Main Assessment Model developed in consultation with the
Commission’s Gas Safety Inspector in Docket No. 2000-322. Under Northern’s
“opportunistic” replacement program, mains and services are replaced in conjunction with
all state and municipal road improvement projects when there is an economic advantage
to doing so or when construction in proximity to Northern’s faclilities may jeopardize the
integrity of its facilities.

In addition, the Stipulation establishes that Northern may seek cost recovery in
rates during its next base rate case and may propose a rate recovery mechanism for
successive years of this project. At the time of the rate case, Northern agrees to file a
proposed aiternative rate-making mechanism but may take any position with regard to the
desirability of such a mechanism. In considering the alternative ratemaking mechanism,
parties will be free to propose inclusion of appropriate revenue adjustments such as
incremental investment costs, depreciation, property taxes, productivity offsets and
operational savings due to the accelerated program or other causes.
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On January 1, 2008, Northern wiil file a plan for cast iron replacement in Portland

and Westbrook. The parties to the stipulation anticipate that the Portland/Westbrook plan
will employ lessons learned from the Lewiston/Auburn project. All parties are free fo put
forth their views on what form of replacement plan should be approved for Portland and
Westbrook.

Iv. DISCUSSION

In considering whether to approve a stipulation, we must determine whether the
stipulated result is in the public interest. We also determine whether a broad spectrum of
interests were involved in arriving at the settlement and whether the settlement process
was fair. The parties in this proceeding, Northern and the Public Advocate, cover a
sufficiently broad spectrum of interests in this context. There are no other parties and no
opposing interests in this particular case. The parties worked in consultation with Staff,
including our Gas Safety Inspector, to develop the proposed resolution without indication
of unfairness in the settlement process. We now turn to the question of whether the
stipulated result serves the public interest.

Throughout this proceeding, Northern has maintained that accelerated replacement
of its cast iron facilities is not necessary to ensure public safety, given its diligent leak
monitoring and operational practices. However, if allowed adequate rate recovery, it would
replace its cast iron facilities on an accelerated schedule. Northern asserts that the
optimal time frame for accelerated replacement of all its cast iron facilities in Lewiston,
Auburn, Portland, and Westbrook is 10 years because this allows it to take advantage of
construction economies yet avoids placing undue burdens on the municipalities in which it
is working. Northern's replacement of its cast iron facilities, using insertion of plastic pipe
where possible, will result in lower costs than excavation, largely due to savings in road
reclamation costs. Northern proposes to begin replacement in Lewiston/Auburn because
of its belief that the area’s typical frost levels and the frequency of its freeze-thaw cycles
tend toward greater incidence of soil disruption and, therefore, cast iron main breaks, than
in the Portland and Westbrook areas.

OPA initially opposed an accelerated replacement of Northern's cast iron facilities.
OPA argues that the costs of doing so were disproportionate to the increased public
safety, especiaily when compared to other risks in society. OPA opposed incurring the
incremental cost of a 10-year replacement program, estimated to be $278 per customer,
and preferred and approach closer {o the “opportunistic” replacement program, which
Northern estimated would take 43 years to complete.

The Commission’s Gas Safety inspector supported a comprehensive 10-year
replacement program based on the safety gains that would be achieved as demonstrated
by statistical evidence provided in the American Gas Foundation Report using historical
numbers and causes of distribution system failures in the nation and the northeast region.

Under the Stipulation, Northern will proceed with accelerated replacement in
Lewiston and Auburn during the next four years, and Northern’s experience with that effort
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will inform its proposal for addressing cast iron facilities replacement in Portland and oene

Westbrook. In January 2008, we, along with the parties, will consider the information

gained from the Lewiston and Auburn replacement program so that we may determine

how Northern should proceed in the remaining municipalities in which cast iron facilities

are located. In the meantime, Northern will continue in all municipalities with its current

level of replacement under its "opportunistic” program and as indicated by the rankings of

segments under the Cast lron Main Assessment Model.

We find the Stipulation reasonable and consistent with the public interest. Both the
term and the location of initial replacement are consistent with Northern’s 10-year plan.
Given that Northern has not undertaken main replacement on this scale or accelerated
time frame before, it makes sense for Northern and the parties to review its experience
with this initial phase, including operational issues and rate impacts, before we determine
how to proceed with the remaining municipalities. Finally, the estimated costs of this
program, while greater for the first 15 years, appear reasonable overall with significant
savings after year 15. The greatest annual rate impact ($2.1 million) is expected to occur
in 2008, resulting in a likely rate effect of 3%.

We note the concern expressed by our Gas Safety Inspector that the risk of cast
iron incidents exists also in Portland and Westbrook and, from a safety perspective, must
also be addressed. We do not read this Stipulation to suggest that the accelerated
replacement of cast iron facilities should end with Lewiston/Auburn. Indeed, while we do
not resolve how we will proceed after 2008 now, we believe that accelerating the
replacement of cast iron -- as the Stipulation will achieve in a significant (and perhaps
most vulnerable) part of Northern's territory — is fully supported by the record in this case.
We expect, therefore, though we do not decide, that a party suggesting a return to the
current “opportunistic” approach (or some other deceleration relative to the initial phase)
would have to provide persuasive evidence that to do so would be in the public interest.

For these reasons, we find that this Stipulation does serve the public interest and
approve it.

Dated at Augusta, Maine, this 11" day of April, 2005.

BY ORDER OF THE COMMISSION

Dennis L. Kesch!
Administrative Director

COMMISSIONERS VOTING FOR: Welch
Diamond
Reishus

% For the 10-year plan, the greatest annual rate impact, about 10% ($6 million),
would likely occur in year 10.
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NOTICE OF RIGHTS TO REVIEW OR APPEAL

5 M.R.S.A. § 9061 requires the Public Utilities Commission to give each party to
an adjudicatory proceeding written notice of the party's rights to review or appeal of its
decision made at the conclusion of the adjudicatory proceeding. The methods of review or
appeal of PUC decisions at the conclusion of an adjudicatory proceeding are as follows:

1. Reconsideration of the Commission’s Order may be requested under Section
1004 of the Commission's Rules of Practice and Procedure (65-407 C.M.R.110)
within 20 days of the date of the Order by filing a petition with the Commission
stating the grounds upon which reconsideration is sought.

2. Appeal of a final decision of the Commission may be taken to the Law Court
by filing, within 21 days of the date of the Order, a Notice of Appeal with the
Administrative Director of the Commission, pursuant to 35-A M.R.S.A. § 1320(1)-(4)
and the Maine Rules of Appellate Procedure.

3. Additional court review of constitutional issues or issues involving the
justness or reasonableness of rates may be had by the filing of an appeal with the
L.aw Court, pursuant to 35-A M.R.S.A. § 1320(5).

Note: The attachment of this Notice fo a document does not indicate the Commission's
view that the particular document may be subject to review or appeal. Similarly, the
failure of the Commission to attach a copy of this Notice to a document does not
indicate the Commission's view that the document is not subject to review or
appeal.
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STATE OF MAINE
PUBLIC UTILITIES COMMISSION DOCKET NO. 2004-813
NORTHERN UTILITIES, INC. STIPULATION

Cast Iron Replacement Program

Northern Utilities, inc. — Maine ("Northern”) and the Office of Public
Advocate ("OPA") hereby agree and stipulate as follows:

I. PURPOSE

The purpose of this stipulation is to settle all issues raised in Docket No.
2004-813, to avoid a hearing on the issues raised in that docket, and to expedite
the Public Utilities Commission’s (“Commission’s”) consideration and resolution
of this proceeding. The provisions agreed to herein have been reached as a
result of information initially filed in this proceeding, gathered through discovery,
technical sessions conducted at the Commission and from discussions between
the parties in this case.

fl. PROCEDURAL HISTORY

On December 14, 2004, the Public Utilities Commission {(“Commission”)
instituted an investigation ("Order”) into the reasonable maintenance and
replacement of the cast iron mains and services located in Northern Utilities,
Inc.’s (“Northern’s”) underground distribution system in Maine. The proceeding
was docketed Docket No. 2004-813. Both Northern and the Office of Public

Advocate ("OPA”) (“the Parties”) are active participants in this proceeding.

In its Order opening investigation, the Commission sought Northern's
views on an adequate cast iron replacement program, whether it could evaluate
the extent of graphitization in its system, and how a plan for accelerated
replacement of cast iron facilities in 10 years might be achieved.

Northern responded with written comments and the prefiled testimony of
Stephen Bryant, Northern’s President, and Danny Cote, Northern's Generali
Manager, supporting those comments. Exhibit Northern-1; Exhibit Northern-2.
Northern’s comments and testimony posited that no accelerated program was
necessary to protect or to promote public safety, but that if the Commission
determined an accelerated replacement was required, a ten (10) year
replacement would be the most cost-effective, administratively efficient, and
operationally sound method.

Following the first technical conference, the OPA filed the testimony of
Michael McGarry of Blueridge Consulting in support of its position that Northern's
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current “opportunistic” approach to cast iron replacement, coupled with its jeak
detection practices, is adequate to promote and protect public safety resulting
from a serious incident involving the Company'’s low pressure cast iron main
systems. Moreover, the OPA expressed concern that the incremental costs of an
accelerated cast iron replacement program might not represent an optimal use of
public resources devoted to public safety and therefore might not be acceptable
to Northern's ratepayers.

Discovery was exchanged and an additional technical conference was
held at the Commission, before the Commission Staff issued its Bench Analysis.
The Bench Analysis was issued on March 2, 2005.

i, RECOMMENDED APPROVALS AND FINDINGS

Based on the record in this case, the parties to this Stipulation agree and
recommend that the Commission conclude these proceedings by issuing an
order that approves, accepts and adopts this Stipulation, including the following
provisions:

1. Northern will replace, by the "insertion” method to the extent
possible, using prudent, cost-effective operations techniques and competitive
bidding, all cast iron mains and services in the cities of Lewiston and Auburn
during the period April 1, 2005 to December 1, 2008 (“Lewiston/Auburn ClI
Replacement Project”).

2. Northern and the OPA will return to the Commission and describe
the reasons for any extension that may be needed to finalize and complete the
Lewiston/Auburn Cl Replacement Project.

3. Northern will continue with the “opportunistic program” in all
municipalities during the period of the Lewiston/Auburn Cl Replacement Project.

a. The phrase “opportunistic program” means that Northern will
replace cast iron and bare steel mains, bare steel services and associated
appurtenances connected to these mains and services in conjunction with all
state and municipal road improvement projects when there is an economic
advantage to do so or when construction in proximity to Northern's facilities may
jeopardize the integrity of the cast iron or bare steel facilities.

4. in addition to the "opportunistic program,” Northerm will replace, in
any municipality, those cast iron segments that exceed the replacement
threshold on the Cast Iron Main Assessment Model developed in consultation
with the Commission's Gas Safety Director. Northern may seek a waiver from
the Commission if it believes there is good cause for an extension of time to
replace any segments that are ranked for replacement.
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5. Northern may seek cost recovery for the incremental investment
associated with the Lewiston/Auburn Cl Replacement Project as follows:

a. Northern will file a base rate case prior {o the introduction of
any step adjustment or other rate recovery mechanism,;

b. Northern’s base rate request shall include a proposal for an
alternative rate-making mechanism as provided in 35-A M.R.S.A. §4706.
Northern and OPA will maintain the right to take any position regarding the
desirability of the Commission’s approval of that mechanism or any
alternative rate-making mechanism offered by other parties.

c. Northern’s base rate filing will include all investments made
under the Accelerated Replacement Program through the test year of the
base rate case;

d. Negotiations regarding the elements of an alternative rate-
making mechanism (whether proposed by Northern, the OPA or any other
party during the pendency of the base rate proceeding) will be conducted
in good faith;

e. In the context of an alternative rate-making mechanism under
35-A M.R.S.A. §4706, the OPA will not object to consideration of an
annual rate adjustment designed to provide Northern an opportunity to
earn a reasonable return on its investments and to recover related costs,
such as depreciation and property taxes, to reflect incremental
investments that result from accelerated replacement of cast-iron mains.
This rate-making mechanism will also reflect any appropriate offsets,
including, but not limited to, productivity offsets and operational expense
savings that can be determined to resuit from the accelerated program.

f. The OPA and Northern are free {o take the position that
other items should be considered as part of any annual cost recovery for
incremental investments. '

6. On January 1, 2008, Northern agrees to file its plan for cast iron
replacement plan for Portland and Westbrook (“Portland Cl Replacement Plan”),
in which recommendations relative to financial, operational and engineering
aspects of any proposed replacement will be presented. It is anticipated that the
Portland Ci Replacement plan will benefit from and utilize the techniques and
experience gained from the Lewiston/Auburn Cl Replacement Program.
Northern, OPA, and any other party will be free to recommend continuation of
Northern’s current “opportunistic” replacement program in Portland and
Westbrook, or some form of an accelerated replacement program.

Lo

Page 9 of 11
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V.  STIPULATIONS AS TO PROCEDURE

1.

Staff Presentation of Stipulation. The parties to this Stipulation
waive any rights they may have under 5 M.R.S.A. sec. 8062(4) and
Section 742 of the Commission Rules of Practice and Procedure to
the extent necessary to permit Staff to discuss this stipulation and
the resolution of this matter with the Commissioners at the
Commission’s scheduled deliberations, without providing to the
parties an Examiner's Report or the opportunity to file Exceptions.

Record. The record on which the parties enter into this Stipulation
and on which the Commission may base its decision whether to
accept and approve this Stipulation shall consist of (1) this
Stipulation; (2) the prefiled testimony of Stephen H. Bryant; (3) the
prefiled testimony of Danny Cote; (4) the pre-filed panel testimony
of Blue Ridge Consulting on behalf of the OPA (5) the prefiled
supplemental testimony of Michael J. McGarry, Sr; (6) Northern’s
response to written advisory data requests, formal and informal,
issued by Staff; (7) Northern’s response to oral data requests
issued by Staff at the Technical Conferences; (8) Northern’s
responses to written data requests of the OPA; (9) Northern’s
responses to oral data requests issued by the OPA at the Technical
Conferences; (10) OPA's responses to written advisory data
requests, formal and informal, issued by Staff; (11) OPA’s
responses to oral data requests issued by Staff at Technical
Conferences; (12) OPA’s responses to written data requests issued
by Northern; {(13) the Bench Analysis provided by Staff; (14) the
transcript of the Technical Conferences; and (15) any other material
furnished by the Staff to the Commission, either orally or in writing,
to assist the Commission in deciding whether to accept and
approve this Stipulation.

Non-Precedential Effect. This Stipulation shall not be considered
legal precedent, nor shall it preclude a party from making any
contention or exercising any rights, including the right of appeal, in
any future Commission investigation or proceeding or any other trial
or action.

Stipulation as an Integrated Document/ Void if Rejected. This
Stipulation represents the full agreement between the parties to the
Stipulation and rejection of any part of this Stipulation constitutes a
rejection of the whole. If not accepted by the Commission according




Bay State Gas Company
D.T.E. 05-27

Attachment UWUA-02-30 (c)
Page 11 of 11

to its terms, this Stipulation shall be void and of no further force and
effect.
Respectfully submitted this __ day of March, 2005.

Office of Public Advocate
Stephen Ward, Public Advocate

By:

Wayne R. Jortner, Esqg.
Senior Counsel

Office of Public Advocate
112 State House Station
Augusta, ME 04333
(207) 287-2445 (tel)
(207) 287-4317 (fax)

Northern Utilities, Inc. - Maine

By:

Stephen H. Bryant, President
Northern Utilities, Inc.

300 Friberg Parkway
Westbhorough, MA 01581
(508) 836-7000 (tel)

(508) 836-7039 (fax)
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